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1. BEGIN LOU. AN UNCLASSIFIED STATEMENT ON ETHIOPIA'S INVESTMENT 
CLIMATE FOLLOWS IN PARA 2. IT IS VERY GENERAL AND DOES NOT TREAT 
ALL OF THE POINTS RAISED IN REFTEL BECAUSE OF THE VERY FLUID 
ECONOMIC SITUATION WHICH CURRENTLY PREVAILS IN ETHIOPIA. THE 
EMBASSY RECOMMENDS THAT STATISTICS ON FOREIGN PRIVATE DISRECT 
INVESTMENT COLLECTED BY THE EMBASSY NOT REPEAT NOT BE PUBLISHED 
THIS YEAR AS THE INTENTIONS OF THE EPMG REGARDING COMPENSATION 
ARE NOT YET KNOWN AND IT IS LIKELY THAT AMERICAN FIRMS WILL BE 
ENGAGED IN SOME HARD BARGAINING WITH THE EPMG IN THE NEAR FUTURE. 
ONE OF THE ISSUES WILL ALMOST CERTAINLY BE THE VALUE OF THE ASSETS 
HELD BY AMERICAN FIRMS AND EMBASSY ESTIMATES COULD BE USED TO 
LEND AUTHORITY TO POSITIONS TAKEN BY ONE SIDE OR THE OTHER. 

SHOULD THE DEPARTMENT NEVERTHELESS WISH TO PUBLISH THESE ESTIMATES 
THE MOST RECENT ONES AVAILABLE ARE CONTAINED IN ADDIS A- 15 OF 
JANUARY 29. 1975. ESTIMATES OF INVESTMENTS BY OTHER COUNTRIES IN 
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ETHIOPIA REMAIN AS REPORTED IN 1974. END LOU. 
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2. BEGIN UNCLASSIFIED. ETHIOPIA IS IN THE MIST OF FAR-REACHING 
POLITICAL, SOCIAL AND ECONOMIC CHANGE. THE NEW GOVERNMENT, HEADED 
BY THE PROVISIONAL MILITARY ADMINISTRATIVE COUNCIL, HAS PROMULGATED 
ITS BASIC POLICIES IN THE ECONOMIC AND SOCIAL FIELDS DURING THE 

PAST SIX MONTHS AND HAS STARTED TO IMPLEMENT THEM. THE AVOWED 
PURPOSE OF THESE POLICIES IS TO REPLACE THE LAISSEZ-FAIRE POLICY OF 
THE PREVIOUS REGIME WITH A SOCIALISTIC SYSTEM. AS A RESULT, THE 
GOVERNMENT HAS NATIONALIZED MOST LARGE FOREIGN INVESTMENTS, EITHER 
WHOLLY OR AT LEAST 51 PERCENT, AS WELL AS ALL LAND, BOTH RURAL AND 
URBAN. THE ETHIOPIAN GOVERNMENT HAS PROMISED FAIR COMPENSATION 
TO ALL NATIONALIZED ASSETS AND DETAILS OF THE COMPENSATION PLAN 
ARE BEING FORMULATED. SEVERAL US PRIVATE INVESTMENTS WERE 
INCLUDED AMONG THOSE TAKEN OVER. THESE FIRMS ARE AWAITING THE 
ANNOUNCEMENT OF THE COMPENSATION POLICY AFTER WHICH NETOTIATIONS 
TO OBTAIN SATISFACTORY SETTLEMENTS WILL PRESUMABLY BEGIN. 

3. THE ETHIOPIAN GOVERNMENT STATES THAT IT IS DEEPLY INTERESTED 
IN ATTRACTING FOREIGN INVESTMENT AND HAS DESIGNATED CERTAIN 
ACTIVITIES WHICH WILL REMAIN OPEN TO THE PRIVATE SECTOR. THESE 
ACTIVITIES WILL BE SUBJECT TO GOVERNMENT CONTROL AND MAY ALSO 
INVOLVE GOVERNMENT PARTICIPATION AS MINORITY PARTNERS. THEY 
INCLUDE IMPORT-EXPORT TRADE, RETAIL AND WHOLESALE TRADE, HOTELS, 

AND MINERAL EXPLORATION. THE PREVIOUS ETHIOPIAN INVESTMENT CODE 
HAS NOT BEEN FORMALLY RESCINDED BUT IT WILL CERTAINLY HAVE TO 
BE REVISED TO REFLECT THE NEW REALITIES. 

4. THERE HAS BEEN ALMOST NO NEW PRIVATE INVESTMENT DURING THE 
PAST SIX MONTHS. BOTH ETHIOPIAN AND FOREIGN FIRMS WHICH WERE 
CONSIDERING INVESTMENTS OR EXPANSION HAVE FOR THE MOST PART 
HELD OFF PENDING FURTHER CLARIFICATION OF THE GOVERNMENT'S 
INTENTIONS. IT WILL TAKE A MAJOR EFFORT ON THE PART OF THE 
GOVERNMENT TO REBUILD INVESTOR CONFIDENCE. IN THE LONG RUN, 
OPPORTUNITIES FOR FOREIGN INVESTORS AS MINORITY (OR EVEN MAJORITY) 
PARTNERS WITH THE ETHIOPIAN GOVERNMENT IN MAJOR PROJECTS MAY 
MATERIALIZE, BUT FOR THE PRESENT SUCH VENTURES APPEAR HIGHLY 
UNLIKELY. END UNCLASSIFIED. 
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